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Professor Pareto on the "Economic Principle" he strikes a shrewd 
blow at the foundations of mathematical economics : 

The mathematicians have done much for economic science by re- 
viving in it the dignity of abstract analysis, darkened and over- 
whelmed by the mass of anecdotes of the historical school. But, 
as it happens, they have also introduced into it the prejudices of 
their profession, the particular prejudices that mathematicians can take 
up in relation to economics — which is the science of man, of a form 
of the conscious activity of man — the same attitude it rightly takes 
up in relation to the empirical natural sciences. 

J. E. LeRossignol. 

University of Nebraska. 

Was Marx Wrong? A Criticism of Marxism vs. Socialism, by 
Valdimir G. Simlchovitch. By I. M. Rubinow. Issued by the 
Members of the Marx Institute of America. (New York: 
The Cooperative Press. 1914. Pp. 62.) 

Amid a storm of invective and abuse heaped on Professor 
Simkhovitch's head, may be discerned three major criticisms of 
his book by Dr. Rubinow. The first challenges Simkhovitch's data 
in regard to the concentration of production ; the second, his 
data in regard to the growth of the middle class ; and the third, 
his optimism concerning the welfare of the masses. This re- 
view will be confined to an examination of the statistical data 
and methods of the two authors. 

Simkhovitch's thesis in regard to the first point must be 
carefully noted. He points out (p. 50) : "That a centralization 
of industry has taken place is an undeniable fact," but contends 
(p. 51) that "there has been no such far-reaching centralization 
as the Marxian vision of future economic development presaged." 
For example, the number of manufacturing establishments in the 
United States increased in greater proportion than the number 
of wage-earners between 1890 and 1900. 

Rubinow, on the other hand, maintains that concentration has 
been so great (p. 28) that there is no future for small industry; 
and shows that the data as to growth of establishments were admit- 
ted by the Census Bureau to be unreliable. And then he (p. 21) 
presents a table of "factories, excluding hand and neighborhood 
industries," for the years 1900 and 1910 which shows that the 
number of wage-earners has increased faster than the number of 
establishments. This table is beside the point, for it is just the 
persistence of the hand and neighborhood industries that is under 
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discussion. Their number, moreover, is very large, being 304,704 
as against 207,514 factories in 1900. Further, it must be expected 
that the increase of concentration in factories should be greater 
than that in hand and neighborhood industries. 

Although the criticism made by Rubinow (p. 21, bottom, to 
p. 24) is sound — that either the number of employees engaged 
by large factories or the total output is of greater importance 
than the number of such factories — the author oversteps a just 
interpretation of his figures: he says (p. 24) that, because in 
1904 the large factories produced 38 per cent of value of manu- 
factures, and in 1909, 43.8 per cent, "by this time it is reasonable 
to assume it has reached one half." In the first place this is not 
a reasonable assumption; and, secondly, the figures do not prove 
an inevitable concentration to the bitter end, and therefore do 
not affect Professor Simkhovitch's thesis, which acknowledges 
some concentration. 

Again, the criticism (p. 24, bottom, to p. 28) of Simkhovitch's 
table on p. 27, in proof of his statement that "in commerce the 
small establishment is still more persistent than in industry," is 
well grounded. The data submitted by Simkhovitch do not 
prove this statement, but those submitted by Rubinow (pp. 26-28) 
establish it. According to Rubinow's figures, the percentages of 
employees changed as follows: 

Commercial and industrial establishments in Germany. 
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Clearly, the small commercial establishments are maintaining 
themselves better than the small industrial establishments ! 

Rubinow's criticism (pp. 29-32) of Simkhovitch's statement that 
"no tendency towards concentration exists in agriculture" (p. 68) 
and the table (p. 67) on agricultural acreage in the United States 
is true enough, but he overlooks the other statistics, which show 
that Simkhovitch is not guilty of "absolute misunderstanding of 
what concentration means" (Rubinow, p. 30). And if Simkho- 
vitch's table on farm acreage in the United States (p. 67) is 
meaningless, so also is Rubinow's on farm acreage in the West 
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North Central division (p. 30). On page 31 Ruoinow suggests 
the true basis of comparison, and so also does Simkhovitch in his 
table on page 65. The data of neither are of real statistical value, 
and it is clear both realize this. 

Rubinow next attacks (pp. 33-45) Simkhovitch's denial (pp. 
70-97) of the disappearance of the middle class. He suggests 
indeed (p. 33) that Marx's doctrine is in need of modification, 
but charges that the tables which Simkhovitch exhibits have "ab- 
solutely no bearing upon the question of the increase or decrease 
of the middle class." 

To Simkhovitch's table on the German income tax which shows 
an absolute and relative increase of middle class incomes (p. 89) 
Rubinow suggests the following qualifications (pp. 34-35) : 

(1) It is not true that all persons with incomes of 2100 marks 
or over are middle-class persons. 

(2) The increase in cost of living is disregarded. 

In regard to the first, there is much controversy over what 
constitutes the middle class. It is certainly in accord with the 
economic interpretation of history to claim that a middle-class 
income makes a middle-class person. 

In regard to the second, the index numbers show just the 
opposite of what Rubinow suggests. The Economist's numbers 
(with which other numbers are in substantial agreement) for 
January 1 of the years in question are as follows: 1853, 112; 
1867, 137; 1870, 122; 1873, 134; 1878, 116; 1882, 111; 1891, 
101; 1892, 97; 1896, 91; 1902, 89. Taking the period as a 
whole, there was a fall in prices ! Rubinow, however, is correct 
in taking Simkhovitch to task for not bringing his figures to 
date, for this would have forced a modification of his views. 

On page 36 Rubinow shifts the question from the increase or 
decrease of the middle class, to the increase of the very wealthy 
class, and on pages 38 and 39 gives the Prussian income tables to 
show this increase. But these very tables play him false; for they 
show a marked increase of the middle class, from 4.75 per cent 
of the population in 1892 to 8.23 per cent in 1912, and an in- 
crease in their share of wealth from 24.84 per cent to 29.91 per 
cent. On page 39 Rubinow says : "But what we are interested 
in at present is the concentration of national incomes." This is 
not so, for the point of interest is the middle class. And his 
estimate on page 41, taken for what it is worth, points to the 
increase of this class. Rubinow's criticism (p. 43) of Simkho- 
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vitch's estimate (p. 95) of the number of stockholders in the 
United States is valid. Simkhovitch's table on this page rests 
on the assumption that the proportion of holders who own stock 
in various companies remains the same, and of this we have no 
knowledge. Further, as Rubinow points out, the period of 1904 
to 1908 is too short to be worthy of attention. 

The third criticism by Rubinow (pp. 46-56) of Simkhovitch's 
denial of increasing misery of the masses (pp. 98-146) is confined 
to the latter's method and statistics, for Rubinow also confesses 
to not believing in this theory (p. 46). His criticisms are, how- 
ever, valid. Simkhovitch has clearly misinterpreted the facts 
in his table on page 138 showing the increased per capita importa- 
tion of food-stuffs into England between 1840 and 1901, for he 
has included a number of articles which were largely home-made 
in 1840, and which in 1901 were almost wholly imported. This 
is shown by Rubinow on pages 47-49; but the facts, even as 
corrected, are still sufficient to prove Simkhovitch's case. Pro- 
fessor Adams' table also (cited by Simkhovitch, p. 144) may be 
open to criticism. It is also a serious fault, as Rubinow points 
out, to stop with the year 1900, for the evidence indicates that 
since then real wages have declined. 

O. W. Knauth. 

Princeton University. 

The Collectivist State in the Making. By Emjx Da vies. (Lon- 
don : G. Bell and Sons, Ltd. 1914. Pp. xviii, 267. 5s.) 

It has been the experience of the author of this book and of 
many other persons that, whenever a proposal is made that a 
community itself shall administer a service or carry on an in- 
industry, some advocate of things as they are complacently an- 
nounces that, while it would be lovely if it could be done, it is 
not practicable; and some advocate of things as they ought to 
be vehemently demonstrates in theory how "the whole thing is as 
simple as losing money on the stock exchange": while neither one 
is aware that in some city or country the precise thing proposed 
is in successful operation. So the author has collected, diligently 
and through several years, all the instances he can find of the 
collective ownership or operation of industrial enterprises, and 
gives a brief account of them. 

The list is portentously long, a warning to everybody against 
dogmatic statements about the incapacity of governments for 



